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REPORT OF 

Mr. K. W. MACKINNON 

1. By Section 172(1) of the Companies Act, 1948, it is provided that where 
it appears to the Board of Trade that there is good reason so to do, they may 
appoint one or more competent inspectors to investigate and report on the 
membership of any company and otherwise with respect to the company 
for the purpose of determining the true persons who are or have been 
financially interested in the success or failure (real or apparent) of the 
company or able to control or materially to influence the policy of the 
company: by sub-section (2), it is provided that the appointment of an 
inspector under the Section may define the scope of his investigation, whether 
as respects the matters or the period to which it is to extend or otherwise, 
and in particular may limit the investigation to matters connected with 
particular shares or debentures: by sub-section (3), it is provided (inter alia) 
that where an application for an investigation under the Section with respect 
to particular shares or debentures of a company is made to the Board 
of Trade by members of the company, and the number of applicants, or 
the amount of the shares held by them is not less than that required for 
an application for an appointment of an inspector under Section 164 of 
the Act, that is to say in the case of a company having a share capital, 
on the application either of not less than 200 members or of members holding 
not less than one-tenth of the shares issued, the Board of Trade shall 
appoint an inspector to conduct the investigation unless they are satisfied 
that the application is vexatious: and by sub-section (4), it is provided 
that subject to the terms of an inspector’s appointment his powers shall 
extend to the investigation of any circumstances suggesting the existence of 
an arrangement or understanding which, though not legally binding, is or 
was observed or likely to be observed in practice and which is relevant 
to the purposes of his investigation. 

2. On the 2nd March, 1955, Ashurst, Morris, Crisp & Co., Solicitors to 
the Chinese Engineering and Mining Company Limited (hereinafter called 
“ the Company ”) submitted to the Board of Trade under Section 172(3) 
of the Act an application by 212 members of the Company for the appoint- 
ment of an inspector to investigate and report on the membership of the 
Company and otherwise with respect to the Company for the purpose 
specified in sub-section (1) of Section 172 of the Companies Act, 1948, the 
scope of such investigation to be limited to matters connected with all shares 
in the Company, whether in the form of registered shares or share warrants 
to bearer, held, or which at any time since the 1st January, 1954, have been 
held, by any of the following parties, or in or with which any of them 
are or have at any time since that date been interested or concerned, viz. 
Gordon Stuart Clarke, Rolf Dudley Williams, M.P., lorwerth Hopkins, 
Leonard Charles Nicholls, Entesee Trust Limited and Anthony Edgar Somers. 

3. By an order of the Board of Trade dated the 10th May, 1955, and 
made in pursuance of the powers conferred on them by the said Section 172, 
I was appointed to act as an inspector to investigate the membership of the 
Company and otherwise with respect to the Company for the purposes of 
determining the true persons who are or have been financially interested 
in the success or failure (real or apparent) of the Company or able to control 
or materially to influence the policy of the Company ; it was thereby provided 
that the investigation should be limited to matters connected with the 
shares referred to in the previous paragraph. I was ordered to report thereon 
in such manner as the Board may direct. 

4. The information has been collected mainly in the form of written 
statements but partly in personal interviews. It has not been necessary 
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to examine any witness on oath but any false statement knowingly and 
wilfully made to me would be punishable under Section 5 of the Perjury 
Act, 1911. This report is confined strictly to the facts relevant to the terms 
of reference. 

5. The Company is a company limited by shares and was incorporated 
in the year 1912 under the Companies (Consolidation) Act, 1908. It has 
a nominal share capital of £2,000,000 divided into 2,000,000 shares of £1 
each. 1,960,000 shares have been issued and these are fully paid. On the 
27th April, 1955, the last day prior to my appointment on which conversions 
from bearer to registered shares were passed by the Directors of the Company, 
the issued shares were held as to 

509,951 as registered shares 
1,450,049 as bearer shares. 

6. Under Article 69 of the Company’s Articles of Association, on a poll 
every member has one vote in respect of each share held by him except 
that he is not entitled to vote in respect of any share that he has acquired 
by transfer unless he has been registered as the holder of the shares in 
respect of which he claims to vote for at least three months previously to 
the time of holding the meeting at which he proposes to vote. 

7. The bearer shares appear in the past to have been held not only in 
the United Kingdom but also in substantial numbers in Europe, in Belgium 
and France and in the Far East, in Hong Kong and in China. At the extra- 
ordinary general meeting of the Company held on the 11th March, 1955, 
votes were recorded in respect of only 471,477 bearer shares. It is impossible 
to say how many of the remaining bearer shares are still in existence but 
it would appear likely that during the next few months a considerable 
number of the bearer shares will continue to be unrepresented at general 
meetings of the Company. 

8. Attention is drawn to these matters because they have some general 
bearing on the facts. I now proceed to the historical narrative based on 
the information before me. In mid-September, 1954, Mr. Michael Behrens 
(a partner in Behrens, Trusted & Co., stockbrokers) telephoned to Mr. Somers 
who was abroad and informed him that a large block of shares in the 
Company was available ; these shares were held by clients of two firms of 
stockbrokers, Shaw & Co. and B. Hansford & Co. Mr. Somers asked 
Mr. Behrens to hold the matter as he would be in London in three or four 
days. On the 18th September, 1954, Mr. Somers telephoned Mr. G. S. Clarke 
and told him of his conversation with Mr. Behrens but did not disclose 
the name of the Company ; subsequently, on the 23rd September, 1954, he 
again telephoned Mr. G. S. Clarke, mentioned the name of the Company 
and stated that a meeting had been arranged for the next day to discuss the 
matter. Mr. G. S. Clarke has informed me that this was the first time that 
he had ever heard of the Company. Mr. Somers and Mr. G. S. Clarke have 
informed me that they were not then interested directly or indirectly in the 
shares of the Company and that they had not previously been associated 
with it. 

9. On the 24th September, 1954, Mr. Somers arrived in London by air 
and a meeting took place over luncheon at a restaurant. There were present 
Mr. F. J. Nathan (the chairman of the Company), Mr, Pryor (one of its 
directors), Mr. Howell-Jones (its assistant secretary), Mr. Behrens, Colonel 
Trusted (one of his partners), Mr. R. H. Pott (a partner in Shaw & Co.), 
Mr. Somers, Mr. G. S. Clarke and Mr. Nieholls (an Incorporated Accountant 
associated with Mr. Somers and Mr. G. S. Clarke). The object of the meeting 
was to discuss the acquisition of shares in the Company. Mr. R. H. Pott 
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was there as representing the shares in which the clients of his firm and 
B. Hansford & Co. were interested. A general discussion took place on the 
affairs of the Company, the attitude of the Board to any offer that might be 
made for its shares and the price of the shares. An examination by the 
prospective purchasers of the assets of the Company was also agreed. 
Detailed recollections of the conversation differ but it is unnecessary to refer 
to the meeting in greater detail. 

10. Later that day, Mr. Somers and Mr. G. S. Clarke agreed to proceed 
with the purchase of shares in the Company. Their object in doing so was to 
acquire cheaply control of the shares of a public company whose shares were 
dealt in on The Stock Exchange, London, and then to use its assets for 
more profitable purposes than those for which in their opinion they were 
then being used. It is material to note that Mr. G. S. Clarke had for many 
years acted as legal adviser to Mr. Somers and had become his trusted 
confidant and that they had previously had other business dealings together. 
This undoubtedly accounts for the somewhat loose nature of the arrange- 
ments between them hereinafter referred to. 

11. The basis agreed between Mr. Somers and Mr. G. S, Clarke (which 
was confirmed later that day in writing) was that Mr. G. S. Clarke should 
arrange for his bank to advance up” to £250,000 against the shares purchased, 
Mr. Somers should provide £50,000 immediately to cover the balance of the 
purchase price not provided by the bank advance and a further £50,000 
if required to meet further purchase of shares and that Mr. Somers and 
Mr. G. S. Clarke should share equally in the transaction subject to the 
participation of the latter’s friend, Mr. Dudley Williams, his brother, 
Mr. B. T. W. Clarke, his wife’s cousin, Mr. Iorwerth Hopkins, his friend, 
Dr. J. Evans, and Mr. Nicholls. Mr. Somers and Mr. G, S. Clarke then went 
to the office of Behrens, Trusted & Co. and after further discussion it was 
decided that Mr. G. S. Clarke should be the purchaser of the shares as he 
was to raise the money from his bank on the security of the shares, and that 
the shares purchased should be held in a block until the bank loan was 
discharged when the shares would be divided amongst the parties interested 
in the transaction. Mr. Somers and Mr. G. S. Clarke did not agree to any 
specific limit on the number of shares to be purchased nor on the price. 
Mr. Somers left the details, including the introduction of other participants, 
to Mr. G. S. Clarke. 

12. While at the office of Behrens, Trusted & Co. Mr. G. S. Clarke sent 
letters in similar terms to Shaw & Co. and B. Hansford & Co. stating that 
he was prepared to purchase a minimum number of 250,000 and a maximum 
of 500,000 shares in the Company at 9/6d. per registered share and 9/9d. per 
bearer share but expressing the offer to be conditional upon, the Company’s 
assets being as shown in the balance sheet for the year ended 31st December, 
1953. An immediate check of the Company’s assets was made and on the 
27'th September, 1954, Behrens, Trusted & Co. wrote to Shaw & Co. and 
B. Hansford & Co. stating that the instructions to purchase shares were 
unconditional. Thereafter Mr. G. S. Clarke purchased shares in the Company 
for the joint venture, through the three firms of stockbrokers Behrens, 
Trusted & Co., Shaw & Co. and B. Hansford & Co. except as mentioned 
in Paragraph 26 below. 

13. On the 27th September, 1954, Mr. G. S. Clarke opened negotiations 
with his bank, Barclays Bank Limited, for an overdraft limit of £250,000 at 
its branch at 366 Strand, upon the security of the shares which were being 
purchased. In these negotiations the purchase of a total of approximately 
600,000 shares was contemplated. By letter dated the 1st October, 1954, the 
manager of that, branch confirmed that the limit of £250,000 was agreed for 
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three months but that if less than 600,000 shares were purchased the limit 
would be correspondingly reduced. The overdraft facilities were subsequently 
extended from time to time though the limit was reduced. 

14. Mr. Somers and Mr. G. S. Clarke also discussed the possibilities that 
they might be obliged to purchase more than 600,000 shares or that the bank 
might call in the loan and to meet either of these possibilities Mr. Somers 
made arrangements under which monies would become available from other 
parties. These arrangements are however in my view irrelevant as the parties 
in question do not appear from the information before me at any time to 
have had any interest in the shares in the Company nor have they been 
financially interested in its success or failure, real or apparent, nor able to 
control or materially to influence its policy. 

15. By the 6th October, 1954, the purchases of shares in the Company 
had exceeded 450,000 shares (partly registered and partly bearer). On that 
day E. F. Turner & Sons (Mr. G. S. Clarke’s solicitors) wrote to Mr. Nathan 
stating (inter alia) that Mr. Clarke was the holder of a very substantial 
interest in the Company, having to date acquired in excess of 450,000 shares 
in the Company and that Mr. G. S. Clarke suggested that he, Mr. Hopkins 
and Mr. Nieholls should be appointed directors. This letter undoubtedly 
gave the impression that Mr. G. S. Clarke alone was interested in the shares 
which had been purchased. On the 19th October, 1954, a meeting took 
place at the Company’s office at which there were present (amongst others) 
Colonel Micklem and Sir Francis Nos worthy (both directors of the Company), 
Mr. G. S. Clarke and Mr. Hopkins. The purpose of this meeting was to 
enable these two directors to ascertain the reasons why Mr. G. S. Clarke and 
his associates wished to join the board of the Company and the objects for 
which they would work. At that meeting Mr. G. S. Clarke intended to, and 
did, give the impression that he was the only person with whom the directors 
of the Company had to deal ; it is unnecessary to refer to the meeting in 
detail. 

16. Mr. G. S. Clarke explains the letter of the 6th October, 1954, and 
his attitude at the meeting by saying that Mr. Somers had lost interest 
in their joint venture as they were encountering opposition from the board ; 
that in any event he felt certain that Mr. Somers would if asked give him 
an option over his interest. I accept this explanation and am satisfied that 
at this time the original arrangement between Mr. Somers and Mr. G. S. 
Clarke referred to in Paragraph 11 above continued unaltered. 

17. In the meantime on the 11th October, 1954, a special account had 
been opened in Mr. G. S. Clarke’s name at Barclays Bank Limited, 366 Strand. 
Mr. G. S. Clarke on that day paid into that account the sum of £40,000 
received from Mr. Somers on account of the total of £100,000 which he had 
agreed to provide (see Paragraph 11) ; the remainder of that sum was paid 
in by two instalments of £5,000 each on the 5th November, 1954, and the 
9th February, 1955, and a further instalment of £50,000 on the 28th April, 
1955. There does not appear to have been any arrangement under which 
Mr. Somers should receive interest on the sums so provided by him. 

18. By the 11th October, 1954, the purchases made through the three 
firms of stockbrokers totalled 252,476 registered shares and 203,255 bearer 
shares and written instructions were given to the stockbrokers concerned 
to deliver to Barclays Bank Limited these shares together with transfers in 
favour of Barclays Nominees (Branches) Limited. Payment was subsequently 
made by Barclays Bank Limited direct to the stockbrokers concerned against 
delivery and the said account was debited with the purchases. Subsequent 
purchases were similarly completed. 
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19. At the meeting of the 19th October, 1954, to which I have referred 
in Paragraph 15, it was understood that the board of the Company would 
subsequently decide whether or not they would co-opt Mr. G. S. Clarke 
and his associates as directors. Subsequently Mr. G. S. Clarke came to the 
-conclusion that the board was antagonistic and on the 16th November, 
1954, he wrote a letter to Mr. Somers who was in South Africa in which 
(inter alia) he stated 

“ As this situation has changed so much and I now have a fight on 
my hands I think you should either come here for a while and deal with 
this thing or, if you are not willing to do that, then I do feel that some 
arrangement should be made whereby I can go forward alone.” 

In further correspondence culminating in a letter from Mr. G. S. Clarke 
to Mr. Somers dated the 3rd December, 1954, it was arranged that they 
should continue under the existing arrangement but that Mr. G. S. Clarke 
should have the option for a year to acquire Mr. Somers’ shares at a profit 
of 1 / - per share to Mr. Somers. 

20. I have referred in Paragraph 11 to the fact that Mr. Somers and 
Mr. G. S. Clarke contemplated further participants. The arrangements with 
them were not made until January, 1955, and were as follows: — 

(a) Early in January, 1955, Mr. G. S. Clarke agreed with Mr. Williams 
that the latter should buy 40,000 of the shares purchased for the 
joint venture at a price equivalent to the average cost per share, a 
sum of £500 to be paid (and it was paid) immediately and the balance 
within three years. The question of Mr. Williams desiring to resell 
the shares at some future date arose and Mr. G. S. Clarke was anxious 
to be assured that Mr. Williams would not place the shares in the 
market against Mr. G. S. Clarke’s wishes ; it was therefore agreed that, 
if Mr. Williams desired to sell his shares, Mr. G. S. Clarke would 
purchase them at cost or middle market price whichever was the 
higher. 

( b ) About the same time Mr. G. S. Clarke agreed with Mr. Evans 
that the latter should buy 20,000 of the shares purchased for the joint 
venture at a price to be calculated by Mr. Nicholls at the average 
cost per share. Some time later on or about the 17th March, 1954, 
when Mr. Nicholls had calculated the price Mr. Evans paid Mr. G. S. 
Clarke a cheque for £962 10s. 0d. as a 10 per cent, deposit on the 
purchase price. 

(c) Later, on the 18th January, 1955, at a meeting at Mr. G. S. Clarke’s 
house between him, Mr. B. T. W. Clarke, Mr. Hopkins and Mr. 
Nicholls it was agreed that the three last named should each acquire 
20,000 of the shares purchased for the joint venture at the price 
calculated by Mr. Nicholls at the average cost per share. Some time 
later they each paid Mr. G. S. Clarke £962 10s. Od. as 10 per cent, 
deposit on the purchase price. 

21. It so happened that Mrs. Marcia Clarke (Mr. G. S. Clarke’s wife) 
came home while this meeting was in progress and heard the discussion. 
She asked Mr. G. S. Clarke if she could have some shares and he agreed that 
she could have 40,000 of the shares at the same price as the others. Mr. G. S. 
Clarke has stated that these shares were to be provided from his own interest 
in the joint venture ; there is no evidence before me that these shares 
were to be provided from the joint venture itself. 

22. Nothing further has been done for completing the arrangements 
mentioned in the two preceding paragraphs. No provision appears to have 
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been made under which the purchasers became responsible for any part 
of the interest payable to Barclays Bank Limited nor was any agreement 
made as to whether the shares purchased were to be bearer or registered. 

23. By a circular to members of the Company dated the 1st February, 
1955, the chairman of the Company requested support for the application 
(subsequently made) to the Board of Trade for an inspector and referred to 
in Paragraph 2. This was followed by a circular to members of the Company 
dated the 9th March, 1955, from Mr. G. S. Clarke, Mr. Williams, Mr. Hopkins, 
and Mr. Nicholls in which (inter alia) with reference to the chairman’s 
circular they stated as follows : — 

“ The present Board has also as some of you may be aware circulated 
a document inviting Shareholders to join in an application to the Board 
of Trade for the appointment of an Inspector to investigate the owner- 
ship of the shares in the Company held by the members of our group. 
This is a deliberate attempt to surround the whole matter with an air of 
mystery for what purpose we must leave Shareholders to judge for 
themselves. There is no mystery about the facts. Our group owns 
289,129 registered shares and 249,114 bearer shares in the capital of the 
Company which were purchased by Mr. Clarke in his own name through 
the Stock Exchange and which are owned beneficially as under: — 

Bernerd Thomas Wilson Clarke ... ... 20,000 

Gordon Stuart Clarke ... 188,243 

Marcia Clarke ... ■ ... ... ... 40,000 

John David Evans ... ... ... ... 20,000 

lorwerth Hopkins ... 20,000 

Leonard Charles Nicholls ... ... ... 20,000 

Anthony E. Somers ... ... ; ... 190,000 

Rolf Dudley Williams ... ... ... / 40,000 

. 538,243 , 



There never has been any secret about this information nor have we 
ever been asked by the Directors of the Company to disclose it. In 
regard to the shares above as held by Mr. A. E. Soniers although he 
was at the outset of this matter keenly interested in their acquisition he 
has having regard to the attitude of the Board given Mr. Clarke an 
option to acquire the same.” 

24. Later by a circular dated the 22nd March, 1955, and issued to members 
of the Company by H. Chapman & Co. (Securities) Limited (a member of the 
Association of Stock and Share Dealers) that company offered to purchase 
shares of the Company on the terms therein mentioned and expressed the 
offer (which was in fact in furtherance of the joint venture) to be made on 
behalf of a 

“ Group consisting of Messrs. G. S. Clarke, Dudley Williams, I. Hopkins 
and L, C. Nicholls ”, ■ — 

25. Notwithstanding anything to the contrary in the statements • quoted in 

the two preceding paragraphs or indeed in other statements and documents 
to which my attention has been drawn, the interests of the parties in the 
shares purchased by Mr. G. S. Clarke are, I am satisfied, as disclosed earlier 
in this report. ^ ^ ; 

26. It is convenient now to set out the details of the shares’ purchased 
by Mr. G, S. Clarke for the joint venture. All of the shares were purchased 
through the three firms of stockbrokers Behrens, Trusted & Co., Shaw & Co. 
and B. Hansford & Co. or through H. Chapman & Go. (Securities) Limited 
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under the offer mentioned in Paragraph 24 except 46 shares purchased 
privately from two holders and 1,040 shares purchased through another 
firm of stockbrokers. The total number of shares, the purchase of which had 
been completed by the date of my appointment, was as follows: — 

291,467 registered shares 
304,086 bearer shares. 

(a) Of the registered shares 1,500 were registered in the name of 
Mr. G, S. Clarke and 178,522 were registered in the name of Barclays 
Bank Nominees (Branches) Limited on the 15th December, 1954. 
On the same day 160,905 of the latter block of shares were registered 
in three holdings of 53,635 in the separate names of Mr. Williams, 
Mr. Hopkins and Mr. Micholls ; it has been explained to me that 
this course was taken because it was intended that they should each 
have a participation in the joint venture though it was not until later 
in January, 1955 (see Paragraph 20) that their respective participations 
were defined. At this time, however, they were merely nominees of the 
shares so transferred to them. Subsequently 26,534 of the shares 
registered in the name of Barclays Bank Nominees (Branches) Limited 
were transferred to Mr. G. S. Clarke and on the 4th March, 1955, 
registered in his name. 

( b ) The other registered shares which were purchased were left in the 
names of the vendors. 

(c) I do not propose to set out the details of the dates on which the 
shares were acquired nor the registered holders of the shares which 
have not yet been transferred. 

( d ) The bearer shares purchased for the joint venture were when acquired 
deposited with Barclays Bank Limited 366 Strand as an authorised 
depositary under the Exchange Control Act, 1947, until the 7th March, 
1955, when all except 100 of the bearer shares which had then been 
purchased were deposited with National Provincial Bank Limited as 
an authorised depositary. Substantial blocks of the bearer shares were 
so deposited in the names of Mr. G. S. Clarke, Mr. Williams, Mr. 
Hopkins and Mr. Nicholls. It has been explained that this was done 
in order that each of those gentlemen could personally exercise the 
voting rights attached to the shares deposited in his name. 

27. The shares which were purchased were subject to memoranda of 
deposit by way of security in favour of Barclays Bank Limited. 

28. I therefore now report on the basis of the information which I have 
obtained that 

(a) Mr. Somers and Mr. G. S. Clarke first became interested in the 
shares of the Company when Mr. G. S. Clarke on or about the 
27th September, 1954, commenced to purchase shares in the Company 
for them jointly on the basis of the joint venture referred to in 
Paragraph 11. 

(b) Thereafter they were jointly interested in all shares purchased by 
Mr. G. S. Clarke in equal shares subject to the right of Mr. Somers 
to be repaid the sums totalling £100,000 advanced by him as mentioned 
in Paragraph 17 and to recouping the monies owing to Barclays Bank 
Limited in connection with the purchases. 

(c) From early December, 1954, onwards Mr. Somers 9 interest was 
under option to Mr. G, S. Clarke as mentioned in Paragraph 19. 

(d) In January, 1955, Mr. Williams, Mr. Evans, Mr. B. T. W. Clarke, 
Mr. Hopkins and Mr. Nicholls became entitled to purchase out of the 
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shares acquired by the joint venture, the number of shares mentioned 
in Paragraph 20 and Mrs. Clarke had an understanding with her 
husband to acquire 40,000 shares from him as mentioned in 
Paragraph 21. 

(e) Barclays Bank Limited have been and still are interested in the 
shares purchased for the joint venture by reason of the memoranda of 
deposit mentioned in Paragraph 27. 

(/) None of them, Mr. G. S. Clarke, Mr. Hopkins, Mr. Williams, 
Mr. Nicholls or Mr. Somers, have since the 1st January, 1954, been 
interested or concerned in any of the shares of the Company other 
than the shares acquired by the joint venture. 

( g ) Entesee Trust Limited has not at any time since the 1st January, 
1954, held or been interested or concerned in any of the shares of the 
Company. 

(h) No other person has been interested or concerned in the shares 
acquired by the joint venture. 



23rd June , 1955 



K. W. MACKINNON, 

Inspector. 
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